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1. Absract of the Dissertation
This dissertation examines the feasibility of international monetary policy
coordination among the ASEAN-5 (Indonesia, Malaysia, the Philippines, Singapore,
Thailand) +3 (China, Japan, South Korea) countries. Three types of interaction regimes
among these countries were explored: no coordination, bilateral coordination, and multilateral
coordination. To examine the feasibility of policy coordination, this dissertation uses the
dynamic stochastic general equilibrium (DSGE) approach. Two types of the new open
economy macro (NOEM) model were constructed: (1) the one-factor-production model; and
(2) the two-production-factor model. Besides calculating welfare in each type of interaction
among the ASEAN-5+3 countries, the study also estimates parameters that affect the welfare
in each country.
International monetary policy coordination in the ASEAN-5+3 countries can be seen
as a collective effort to provide an impure public good, which is a collective welfare that can
be enjoyed by the participating countries. Welfare in this dissertation is defined as
macroeconomic stability. The benefit of policy coordination is the improvement of welfare
for the participating countries, while its cost is the loss of flexibility for the central bank of
the participating countries in conducting monetary policy in the presence of shock. When the
benefits of coordination for a country exceeds its costs, then the coordination is considered
“potential” to improve the respective country’s welfare. However, the feasibility of such a
coordination depends on the cost-benefit considerations by the “potential” partner(s). A
coordination scheme is deemed as “feasible” when all countries in the coordination have
higher welfare compared to the case where they do not coordinate.
Using the one-factor-production model framework, the study found that the
ASEAN-5+3 multilateral monetary policy coordination is the best feasible policy option for
the ASEAN-5 countries. The second-best policy option for the ASEAN-5 countries and Japan
is the ASEAN-5 + Japan policy coordination. Bilateral monetary policy coordination is not
feasible for all the ASEAN-5+3 countries except bilateral coordination between Thailand and
China, while there are three feasible multilateral coordination cases. Based on the
two-factor-production model, the study found that the ASEAN-5+3 multilateral monetary
policy coordination is the best feasible policy option for all the ASEAN-5+3 countries. The
second-best policy option is the ASEAN-5 + Japan policy coordination. This finding is in line
with the finding in the one-production factor model. Unlike the case for the
one-production-factor model, there are 18 bilateral coordination and four multilateral
coordination feasible cases in the two-production-factor model.
2. Outline of the Dissertation and Summary of the Chapters
The chapter outline of the dissertation is as follows.
Chapter 1 Introduction
Chapter 2 Literature Review
Chapter 3 Research Methodology
Chapter 4 One-production-factor Model
Chapter 5 Two-poduction-factor Model
Chapter 6. Comparison between the One-production-factor and Two-production-factor
Models
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Chapter 7 Concluding Remarks
Chapter 1 introduces the study of international monetary policy coordination in the
ASEAN-5+3 countries by providng the background, research questions, objectives,
contributions, and organization of the dissertation. As the background of this research, the
author notes that studies on monetary policy coordination have been undertaken actively in
recent decades, as various financial shocks erupted at global as well as regional level. Global
financial crisis in 2007-2008 and Asian Financial Crisis in 1998-1999 were examples of these
shocks, respectively. These shocks made policy makers realize the importance of monetary
policy coordination to avoid and cope with the shocks. Despite a growing interest in this issue,
there have been very few studies focused on East Asia. The reearch question is whether
monetary policy coordination among the ASEAN-5+3 countries can improve the welfare of
the participating countries. The main objective is to examine whether international monetary
policy coordination can really improve welfare of these countries. Two contributions of the
dissertation indicated by the author are the development of the model and the contribution to
the Asia-Pacific economic studies.
Chapter 2 discusses theoretical modelling, previous empirical studies, and other
theoretical foundations related to international monetary policy coordination. On the
modelling part, this chapter elaborates the new open economy macroeconomic (NOEM)
model, the dynamic general equilibrium (DGE) and the dynamic stochastic general
equilibrium (DSGE) models, and international monetary policy coordination models. It also
discusses previous studies on international policy coordination in the Asia-Pacific, where
some studies suggested that international policy coordination is feasible for the Asian or
ASEAN countries while other studies showed rather discouraging results on the prospects of
coordination. This chapter also elaborates theoretical foundations on international
externalities, international public goods, and the game theoretic framework related to
international monetary policy coordination.
Chapter 3 starts with a section discussing basic settings for the one-production-factor
and two-production-factor models. Both models assume the existence of a world of 11
countries. As this research focuses on the ASEAN-5+3 countries, the rest of these countries
(the European Union, the United States, and Australia) are considered as external
environment. There are three types of interaction regimes among the ASEAN-5+3 countries:
(1) no coordination, (2) bilateral coordination, and (3) multilateral coordination. There are
four types of economic agents (households, firms, government or supranational planner
exercising fiscal policy, and central bank or supranational planner exercising monetary
policy) living in each country; each agent faces optimization problems. Discussion on the
following issues are presented: the steps to solve the models, the game theoretic framework
to assess the feasibility of international monetary policy coordination, and the models’
variables, parameters, data, and data sources.
Chapter 4 elaborates the one-production-factor model, where labor is assumed to be
the only available production factor for firms. It starts with a section discussing the
specifications of the models: (1) agents’ optimization problems, (2) optimum solutions for
agents’ optimization problems, (3) market clearing conditions, aggregations of optimum
solutions, and equilibria, and (4) model solution technique to find the steady state values of
the variables and estimated parameters and the welfare calculation technique. The results of
the analysis are presented. The results show that international monetary policy coordination
for the ASEAN-5+3 is feasible but limited to few cases: only one feasible case of bilateral
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coordination (out of 28 possible interaction cases) and three feasible multilateral coordination
cases (out of six possible schemes).
Chapter 5 elaborates the two-production-factor model, where firms use labor and
capital as production factors. The chapter starts with a section discussing the specifications of
the model: (1) agents’ optimization problems, (2) optimum solutions for agents’ optimization
problems, (3) market clearing conditions, aggregations of optimum solutions, and equilibria,
and (4) model solution technique to find the steady state values of the variables and estimated
parameters and the welfare calculation technique. The results show that compared to the
one-production-factor model, the two-production-factor model have more feasible cases of
international monetary policy coordination for the ASEAN-5+3 countries: 18 feasible cases
of bilateral coordination (out of 28 possible interaction cases) and four feasible multilateral
coordination cases (out of six possible schemes).
Chapter 6 compares the one-production-factor and the two-production-factor models.
The first section of this chapter compares the performance of the models using deviations of
smoothed observable variable values from their actual values. The comparison shows that the
two-production-factor model has better performance than the one-production factor model.
The next section compares the values of parameter estimates, and it shows that the
two-production-factor model produces consistent directions of inequality relations between
the non-traded and traded sector parameters in all the ASEAN-5+3 countries, while the
one-production-factor does not produce such consistent directions. The last section compares
the number of feasible bilateral and multilateral coordination cases between the two models,
and shows that there are more feasible bilateral and multilateral coordination cases in the
two-production-factor model than in the one-production-factor model.
Chapter 7 summarizes and concludes the dissertation.
3. Discussions of Oral Defense Examination
The examination committee conducted the oral defense examination on April 2,
2020 after carefully reading the dissertation. The examination lasted approximately two hours.
A number of questions and comments were raised about the dissertation during the
examination. They may be broadly classified into three types: the contents/characteristics of
the model, the interpretation of the results, and the writing and formatting style. Important
questions and comments are presented below. As to the contents of the model, the validity of
a large number of simplifying assumptions in the model was questioned from the point of
view of model’s applicability to the real world. One example raised by an examiner was the
assumption of the income elasticity of money demand being unity. Another example, which is
different in nature because it concerns the strucute of the model rather than the assumption of
the parameter, is the exclusion of exchagen rate stability in the welfare function. The
examinee acknowledged these points and indicated that these issues along with other
simplifying assumptions will be dealt with in his future research. Turning to the questions
regarding the interpretation of the results, an examiner asked about the reasons for specific
outcomes. For example, why does Japan tend to be the worst “potential” bilateral policy
coordination partner for the other ASEAN-5+3 countries? The examinee explained that the
economic conditions of the countries, especially the economic size of the countries, have
important influence on the outcome. Concerning the writing and formatting style of the
dissertation, several examiners pointed out that there are too many definitions of the variables
in the main text and they should be moved to appendicies. It was also indicated that there are
too many citations in the footnotes. The examinee responded to these comments by indicating
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that he will revise the dissertation by following the suggestions.
4. Evaluation and the Result of Examination
The examiners find that a submitted dissertation with appropriate revisions makes a number
of important and interesting contributions to the research of international monetary
coordination by conducting a rigorous analytical and empirical analysis.
Considering the results of careful assessment of the submitted dissertation, whose summary
is presented in sections 1 and 2 of this report, the oral presentation of the dissertation,
subsequent discussions and revisions made to the dissertation, the committee members came
to a unanimous decision that Eric Alexander Sugandi, the author of the submitted dissertation,
should be granted a Ph.D.
5. Decision: Pass
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